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Ref; 12/1/3/3/4/3 

Enq: L S Mahaye 

To: Municipal Manager 
Musina Loca! Municipality 
Private Bag X611 
MUSSNA 
0900 

CC; Chief Finandai Officer 

Subject: Assessment of the 2016/17 Annual Budget tabled in terms of 

Section 1 6(2) of the Municipal Finance Management Act (MFWA) 

Piease note that after the assessment of your Tabled 2016/17 Budget, Provincial 
Treasury has noted that your budget is unfunded. This is due to poor population 
of Tables A7 and A8 which are used to assess the funding position of the budget. 

Kindly refer to Provincial Treasury assessment and concerns on your Tabled 
2016/17 Budget forwarded to your Municipal Manager and copied to you which 
should be addressed by your municipality before the budget Is approved by 
Council, Should the municipai Council approve the 2016/17 Budget in its current 
form, the budget will not be sustainable and the Provincial Treasury does not 
sifpport the budget in its current form. 

Furthermore, should your municipality approve the budget in its current form. I 
will have no alternative but to advise the National Treasury accordingly, which 
will consider stopping of the Equitable Share Transfer to your municipality in 
terms of Section 38 of MFMA, which states that, "National Treasury may stop the 
transfer of funds due to a rnonicipaiity as its share of the local government’s 
equitable share referred to In Section 214(1)(a) of the Constitution, but only if the 



municipality commits a serious or persistent breach of the measures established 
in terms of Section 216(1) of the Constitution.” 


You are therefore, strongly urged to ensure that the municipality reassess the 
budget, fully populate all the tables including Tables A7 and AS. The municipality 
must re-calculate the Cash flow position to ensure that the 2016/17 budget to be 
tabled to Council for approval in terms of Section 24(1) of the MFMA is funded. 
Please note that Provincial Treasury will not accept unfunded budget. 

Yours in public finance management 
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Tel; (015) 29S 7000, Fax; (015) 295 7010 Website: hltp/www.limpopo.gov.za 
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Executive Summary 

In terms of the requirements of the iWunicipal Finance Management Act and as part cf its 
oversight roie over local government finances, the Provincial Treasury is responsible far 
reviewing and commenting on the tabled budgets cf all delegated municipalities prior to their 
adoption by the respective municipal councils. The tabled budgets of these municipalities were 
rigorously assessed in terms of quality and compliance with the prescriptions of the MFMA and 
the Munidpai Budget and Reporting Regulations. 

1. Brief description of analyses process (techniques) 

The analyses cover areas such as, amongst others: 
o Compliance with legislative framework and the Regulations; 

,0 Comparison of actual financial performance against budget (for both capital and operating 
budgets); 

Q Cash position of the municipality and its ability to fund budgeted expenditure; 
o Medium Term Revenue and Expenditure Framework (MTREF) appropriations and their 
credibility, affordability and sustsinabiiity; 

Q Contribution of the budget to national and provincial government priorities; 
n Responsive of the budget to the Integrated Development Pfan (IDP); 
a Proposed investments in infrastructure and impact on Local Economic Development and 
job creation; 

o The rates and tariffs proposed; and 
o Support of the budget to indigent households; 

Z. Linkage of the Strategic Risks to the IDP and (^TREF Budget 

The strategic risks register for 2018/1?' has been completed and it is partially linked to the 
MTREF and the IDP, The Strategic Risks register only covered the im pi ementati an of new 
revenue streams, grant funding, Review of overtime policy and upgrading of infrastructure. 
Provincial Treasury has noted that these items were considered in the 2016/17 budget. The 
municipality must explain why the strategic risks register for 2016/17 did not cover all aspect 
which needs to be included in the MTREF and IDP 2016/17, 
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3. Procurement Plan 

The procurement plan was submitted, it is expected that the municipality wil! ensure strict 
adherence to the procurement plan to accelerate spending and avoid delays in the 
implementation of projects. 
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4 . MF!VIA & MBRR Compliance 

The mumcipatity submitted the approved annual budget within 10 working days after its approval, however the Service 
Delivery Budget and Impiementation Plan (SD8.IP) was not submiUed, as per the requirements of Regulation 2Q{2) of 
M6RR, 
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Expenditure Framework i 

* Employee related costs: Salaries for Senior managers of R8.2 | « The municipaiity did not consider the advice from 
million reflected in Table SA22 were not reconciilng with R21,8 i Provincial Treasury when the rniinlclpality was requested 


o 

5 


C/} 


T> 

rs 


o 

o 

Tv 

c 

OJ- 

> 

o 


ay 

sQ 

e 

Ll 

cd 

0 

CM 

tu 

£Z 

01 


a, 

g) 

CL 

c 

cr? 

r" 

c: 


CO 

vM 

< 

CO 

Xi 

aj 

c 

T? 

0 

t5 

0 

t+Z 

0 

c: 

O 


0 

'> 

0 


<!> 

x: 

o 

T? 

c 

o 

u 

o 

i/> 


O 

c 




a 

‘u 

c 


a> 


C N- 


05 H 

T:f 
0 


0 

Oi 

■o 

m 


05 


C 

<15 

03 

n5 


>- o 


03 

'o 

E 

C5 


0 

x: 

H- 


0 


O 


c 

0 

s:i 

E 

o 


a> 

xS 

03 


t/J 

::3 

CO 

0 

> 

2 

a. 


o 


0 

jc 


0 

w> 

CIS 


s 

c: 

o 

'o 

CL 

0 

D 


0 

CO 

XJ 

tJ 

ill 


0 

x: 


o 

y> 

0 

0 

7a 

CO 

c 

o 

t/3 

05 


m 

tg 

0 


c 

> 

o 

1_ 


E 

o 


c 

0 

c: 

E 

o 

a 


c: 

05 


0 

c 

c 

o 


Q 

P 

> 

O 

CL 

Q 

sz 

p 

x; 

"to 

9" 

9 

'c 


0 

X 


c:j 


0 


0 

■■D 


0 


CO 

O, 


CD 


O 


0 


OJ 

c 

'C!l 

to 

Q. 

0 

llv.. 

CL 


d 

0 

X 

c 

o 

'o 

0 

i,^ 

Cl 

0 

O 


o 

Q> 

CL 

Q) 


C 

0 

E 

u 

o 




0) 


o 

<0 

o 


'ifi 

05 

X 

0 

X 


0 

on 

XI 

TJ 

0 

Q, 

O 

X5 

< 


0 

L.. 

0 


0 

D3 

T3 

Z3 

X 

— 

cS 


E o 


G> 

< 

X 

K 

0 

CL 

CO 

0 

Z5 

> 

OJ 

c 

& 

Jw, 

to 

o 

UJ 

CL 

a 

03 

X 


0 

i_ 

o 

J2: 

iZ 

0 

£ 

V- 

ZJ 

IL 


0 

x: 


0 

CL 

E 

to 

X 

LU 

0 

E 

o 

u 

o 

T? 

0 

X 

ZJ 

< 

0 

£ 

0 

TJ 

C 

3 

'Xf 

S 

CO 

D 

d 

O 

CL 


O 

0 

O 

o 

c 


T? 

0 

u 

0 

V" 

.0 


u 

0 

o 

o 

c 

yj 

05 

a> 

< 

.a 

CO 


0 

CL 


OJ 


CO 

> 


o> 

c 


05 

L> 

in 

a, 

CL 


0 

Ov 


tfl 

to 


c 

O 


LO 

h- 

CM 

a: 

o 

■D 

to 

0 

y5 

c 


0 

X? 

cr 

3 

c 

0 

1 


q: 


to 

0 




> 

o 


0 

a> 

P 

X 

f33 

£ 

C 

D 

C 

£ 

0 

a> 

CO 

ca 

c 

0 

0 

x:: 


O 


o m 

CNt IL 
< 


"O 

X 

3 

< 


o 

CM 

0 

X 


"O 

0 

■ 

u 

CO 

s 

c 

D 

o 


0 

a> 

3 

„o 

0 


"C 

0 

y) 

CO 

u 

c 


T3 

to 

XT 


CO 

9- 

9 

3 

E 

0 

X 


1Z 

o 

n 

iZ 

^CL 

X 

0 

P 

“O 

0 

P 

o 

CL 

O 


(0 

a. 

o 

9lw. 

E 

X 

->^ 

73 

0 

i**v 

0 

5“ 

a> 


c 

0 

u 

w- 

0 


CD 

CO 


JZ 

.9 

x: 

c 

P 

E 

CO 

o 
^ — 

ET 

O 

>+|lJ 

c: 

o 

£ 

CO 

SiS 

a 

E 

o 


ifi 

0 

9 

'> 

0 

y3 


3 

yj 

CO 

0 

h' 

9 

> 

g 

a. 


0 


0 

x: 


JZ 


o 

0 

CL 

C^t 

O 


J5 

U 

c 

CO 


T3- 

Q> 

> 

s 

CL 

CL 

< 

To 

o 

CM 

0 

x: 


E 

0 


0 

C 




0 

yj 

CO 

0 

u 


0 

.c: 


Xi 


T5 

0 

tn 

y3 

g 

73 

TO 

fO 


0 

S 

■rwT 

cr 

0 

73 

fO 


O 

c 


E/J 

fC 


c 

0 

£ 

6 

o 

o 


0 
03 
73 
3 
O. Xi 


O 

0 

CO 


0 

O) 

“O 

3 

JO 

0 

xz 

0 

0 

u 

■£ 

0 

y) 

t:? 

u 

o 

o 

O 

0 

x; 

c 

3 

0 

s„ 

O 

E 

0 

£ 


o 

Cl 

0 

L_ 

0 

> 

t;,.. 

m 

c: 

■0 

oc> 

T3 

3 

X3 

0 

JC 


CO 

CL 

O 

^SZ 


rM 

o 


c 

03 

CD 

a: 

o 

tr 

o 


CD 

ta 

QC 

E 

o 


"G 

0 

y3 

0 


t5 

x: 

m 

0 

a 


0 


T3 

0 

-w 

iS 

To 

S 

£ 

[g 

Q) 

C?i 

T5 


p 9 

C- .H-J 


03 

CD 

V"' 

O 

CM 

73 

0 

> 

O 

CL 

CL 

CG 

0 

JZ 


iZ 

0 

u 

w 

0 

CL 


in the budget narrative report that this increase was due to a 
contract envisaged for 2016/17 which includes Electronic PUS 
and Prevention of fire system in the server, in addition, the 
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6. Credibility, funding and sustasnabiifty of the final budget 

This section aims to assess the credibiilty, funding and sustainability of the adopted budget. 
Provincias Treasury has also conducted a high ievei assessment of your approved budget with 
a view of assessing whether the munidpaiity has considered the comments and 
recommendations provided by Provincial Treasury on your draft budget, as required by Section 
23(1)(b) of the ypfvlA, which states that the municipal Counci! must cor^sider any views of the 
fsiational Treasury, the relevant Provincial Treasury and any provincial or national organs of 
state or municipalities which made subirhssions on the budget. 

CredibHIty 

Due to Provincial Treasury being unable to comment on the reasonability of the various budget 
line items from operating revenue and expenditure, the credibility of the projected Operating 
surplus of R 1,3 million is highly questionable. 

There were discrepancies ncted in the Audited Outcome figures compieted in the A Schedules 
and the Annuai Financial Statements figuresfrom 2012/13 to 2014/15. Discrepancies were also 
noted in 2015/16 Adjusted Budget figures reflected under the current year's budget. 

Furthermore, some of the projections over the MTREF were not consistent with prior years. It is 
recommended that the munscspaiity should review these projections. 

Funding 

In order for the municipality to continue providmg and extending services to the community, the 
budget of the munidpaiity should be funded in accordance with the legal requirements of the 
Municipal Finance Management Act (MFMA). Tables A? and A8 were poorly populated. 

The Ca.sh Flow Statement (Table A7) reflected unsubstantiated opening balance and estimated 
collection rate of 100 percent for all sources of revenue. This is highly questionable. Provincial 
Treasury recalculated the cash position for the municipality by applying 35 percent as per the 
budget narrative report. 

The Cash backed reserved/ accumulated surplus reconciliation Table A8 excluded 
commitments in respect of Statutory requirement and unspent conditional grants. The 
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municipality’s 2016/17 final budget is unfunded. Based on questionable figures and 
inconsistencies noted from the Statement of Financial Perform a Rce, Statement of Financial 
Position and the Cash Flow Statement Provincial Treasury does not support the budget in its 
current form. 

Sustainability 

Revenue and expenditure management is fundamental to the sustainability of the municipality. 
The buik of the revenue is from the Own revenue {61.2 percent). The municipality's Transfers 
recognised - operational source makes up 3.S.8 percent of totai revenue. 


7. Conclusion 

The municipality is therefore, strongly urged to ensure that the mun fcipality reassess the 
budget, fulty populate ail the tables including Tables A7 and A8. The municipality must re- 
caicuiate the Cash position to ensure that the 2016/17 budget to be tabled to Council for 
approval in terms of Section 24(1} of the IVIFMA is funded. Please note that Provincial Treasury 
wiii not accept unfurtoed budget. 

S. Recommendations 

The mursicipality is required to table Provinciai Treasury’s comments to council and forward us 
a councii resolution as well as remedial action on how the errors and concerns raised will be 
addressed. 


In terms of .MFMA Circular No. 67, the municipalities are reminded to upload all their 2016/17 
related annual budget returns to National Treasury’s local government database before the end 
of July 2017. As National Treasury publishes the municipal budgets based on the information 
from annual budget returns, the municipalities are therefore, required to ensure that the figures 
reflected in the annual budget returns correspond with the figures as per the approved budget 
(Schedule A1 Version 2,8). 
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